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Tips for

Readers

S. Madonna Kabbes

WHAT DOES MANAGEMENT WANT OF
ACCOUNTING? by John O. Nicklis. The
Controller, Vol. XXVIII, No. 10, October,
1960. Page 468 and following.
The author discusses the answer to his
challenging title question by stating three
others. He believes management wants to
know—
1—What has happened—and why?
2—What is happening—and why?
3—What is going to happen—and why?

FACTORS THAT INFLUENCE ACCOUNT
ING PRINCIPLES, by George R. Catlett—
Journal of Accountancy, October, 1960, Vol.
110, #4, pp. 44-50.
The accounting profession, in this author’s
opinion, must reappraise accounting principles,
if the needs of the various segments of our
present economic system are to be met, and if
accountants are to fulfill their responsibilities
as members of a truly independent profession.
He charges accountants have been inclined
to look backward, to overemphasize precedent,
and in so doing have failed to keep pace with
developments that have occurred in other
fields in the past twenty-five years.

While accountants have always centered their
attention on what has happened, they have
not in every case given sufficient thought to an
analysis of why the results are as presented
in the reports. The author’s criticism that ac
countants do not present the results in simple,
easily digested fashion is one that has been
made of accounting reports for some time.
Reporting on what is happening is being
furthered by more widespread use of elec
tronic data processing. The author feels that
even though data is now more readily available,
accountants are often guilty of delay in trans
mitting the information to management.
As to the third area of what is going to
happen in the future, he suggests more longrange planning in all departments. A five-year
forecast, revised at least once a year, is his
recommendation.
His concluding challenge to accountants is
that the profession has not kept pace with
technological changes in other fields. To meet
this situation he suggests:

He analyzes the effect of such factors as
conservation, consistency, disclosure and gov
ernmental regulation; illustrates the many
alternative practices that have resulted and
which are included as “generally accepted.”
The following statement taken from the report
of the American Institute’s special committee
on research program dated September, 1958 is
quoted—
“The broad problem of financial account
ing should be visualized as requiring atten
tion at four levels: first, postulates; second,
principles; third, rules or other guides for
the application of principles in specific situ
ations; and fourth, research.”

With this approach the author feels the pro
fession for the first time would have “sound
accounting principles.” Accountants could then
exercise their judgment as to the fairness of
the presentations which resulted, without be
ing influenced by the acceptance of factors
which have little to do with the actual princi
ples involved.
An article by the same author entitled “Rela
tion of Acceptance to Accounting Principles”
appeared in the March, 1960 issue of the
Journal of Accountancy. In this earlier article
he develops his theory that “acceptance is not
the test of the soundness of accounting prin
ciples.”
Both articles contain challenging statements
and emphasize the need for the profession to
assume leadership in order to protect its
future, and to fulfill its responsibilities to the
public.

1—Establishment of research departments
by the larger public accounting firms.
2—Formation of committees and research
groups by accounting organizations to
consider the necessary changes in ac
counting procedures due to automation
and other advances.
3—Establishment by industrial companies of
groups within their own organization
to study accounting operations, and
how they may be changed and im
proved.
4—Individual effort on the part of each
member in the accounting profession to
adopt a fresh viewpoint, and to ap
proach each problem with the idea of
trying to work out a better solution.
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